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committed tract within a participating 
area. For royalty purposes, BLM allo-
cates to each committed tract within 
the participating area in the same pro-
portion as that tract’s surface acreage 
in the participating area to the total 
acreage in the participating area. 

(b) For exploratory and primary re-
covery operations, BLM will consider 
gas cycling and pressure maintenance 
wells when establishing participating 
area boundaries. 

(c) For secondary and tertiary recov-
ery operations, BLM will consider all 
wells that contribute to production 
when establishing participating area 
boundaries.

§ 3137.82 What are productivity cri-
teria? 

(a) Productivity criteria are charac-
teristics of a unit well that warrant in-
cluding a defined area surrounding the 
well in a participating area. The unit 
agreement must define these criteria 
for each separate producible interval. 
You must be able to determine whether 
you meet the criteria when the well is 
drilled and you complete well testing, 
after a reasonable period of time to 
analyze new data. 

(b) To meet the productivity criteria, 
the well must indicate future produc-
tion potential sufficient to pay for the 
costs of drilling, completing, and oper-
ating the well on a unit basis. 

(c) BLM will consider wells that con-
tribute to unit production (e.g., pres-
sure maintenance, gas cycling) when 
setting the participating area bound-
aries as provided in § 3137.81(b) and (c) 
of this subpart.

§ 3137.83 What establishes a partici-
pating area? 

The first well you drill meeting the 
productivity criteria after the unit 
agreement is formed establishes an ini-
tial participating area. When you es-
tablish an initial participating area, 
lands that contain previously existing 
wells in the unit meeting the produc-
tivity criteria (see § 3137.82 of this sub-
part), will— 

(a) Be added to that initial partici-
pating area as a revision, if the well is 
completed in the same producible in-
terval; or 

(b) Become a separate participating 
area, if the well is completed in a dif-
ferent producible interval (see also 
§ 3137.88 of this subpart for wells that 
do not meet the productivity criteria).

§ 3137.84 What must I submit to BLM 
to establish a new participating 
area, or modify an existing partici-
pating area? 

To establish a new participating area 
or modify an existing participating 
area, you must submit to BLM a— 

(a) Statement that— 
(1) The well meets the productivity 

criteria (see § 3137.82 of this subpart), 
necessary to establish a new partici-
pating area. You must submit informa-
tion supporting your statement; or 

(2) Explains the reasons for modi-
fying an existing participating area. 
You must submit information sup-
porting your explanation; 

(b) Map showing the new or revised 
participating area and acreage; and 

(c) Schedule that establishes the pro-
duction allocation for each NPR-A 
lease or tract, and each record title 
holder and operating rights owner in 
the participating area. You must sub-
mit a separate allocation schedule for 
each participating area.

§ 3137.85 What is the effective date of a 
participating area? 

(a) The effective date of an initial 
participating area is the first day of 
the month in which you complete a 
well meeting the productivity criteria, 
but no earlier than the effective date of 
the unit. 

(b) The effective date of a modified 
participating area is the earlier of the 
first day of the month in which you— 

(1) Complete a new well meeting the 
productivity criteria; or 

(2) Should have known you needed to 
revise the allocation schedule.

§ 3137.86 What happens to a partici-
pating area when I obtain new in-
formation demonstrating that the 
participating area should be larger 
or smaller than previously deter-
mined? 

(a) If you obtain new information 
demonstrating that the participating 
area should be larger than BLM pre-
viously determined, within 60 calendar
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days of obtaining the information, you 
must— 

(1) File a statement, map and revised 
production allocation schedule under 
§ 3137.84 of this subpart requesting addi-
tion to the participating area of all 
committed tracts or portions of com-
mitted tracts in the unit area that 
meet the productivity criteria; 

(2) If the proposed expanded partici-
pating area is outside the existing unit 
boundaries, invite all owners of oil and 
gas rights (leased or unleased) and 
lease interests (record title and oper-
ating rights) in such additional land to 
join the unit. If the owners of oil and 
gas rights in any tract of such land 
join the unit, you must submit to 
BLM— 

(i) An application to enlarge the unit 
to include the expanded area; 

(ii) A map showing the expanded area 
of the unit and the information with 
respect to each additional committed 
tract you proposed to add to the unit 
specified in § 3137.23(c) of this subpart; 
and 

(iii) A revised allocation schedule; 
and 

(3) If any additional committed tract 
or tracts are added to the unit under 
paragraph (a)(2) of this section, you 
must file a statement, map and revised 
production allocation schedule under 
§ 3137.84 of this subpart requesting addi-
tion to the participating area of all 
such committed tracts or portions of 
such committed tracts in the unit area 
meeting the productivity criteria. 

(b) If you obtain information dem-
onstrating that the participating area 
should be smaller than previously de-
termined, within 60 calendar days of 
obtaining the information, you must 
file a statement, map and revised pro-
duction allocation schedule under 
§ 3137.84 of this subpart requesting re-
moval from the participating area of 
all land that does not meet the produc-
tivity criteria.

§ 3137.87 What must I do if there are 
unleased Federal tracts in a partici-
pating area? 

If there are unleased Federal tracts 
in a participating area, you must— 

(a) Include the unleased Federal 
tracts in the participating area, even 

though BLM will not share in unit 
costs; 

(b) Allocate production for royalty 
purposes as if the unleased Federal 
tracts were leased and committed to 
the unit agreement under § 3137.100 of 
this subpart; 

(c) Admit Federal tracts leased after 
the effective date of the unit agree-
ment into the unit agreement on the 
date the lease is effective; and 

(d) Submit to BLM revised maps, a 
list of committed leases, and allocation 
schedules that reflect the commitment 
of the newly leased Federal tracts to 
the unit.

§ 3137.88 What happens when a well 
outside a participating area does 
not meet the productivity criteria? 

If a well outside any of the estab-
lished participating area(s) does not 
meet the productivity criteria, all op-
erations on that well are non-unit op-
erations and we will not revise the par-
ticipating area. You must notify BLM 
within 60 calendar days after you de-
termine a well does not meet the pro-
ductivity criteria. You must conduct 
non-unit operations under the terms of 
the underlying lease or other federally-
approved cooperative oil and gas agree-
ments.

§ 3137.89 How does production alloca-
tion occur from wells that do not 
meet the productivity criteria? 

(a) If a well that does not meet the 
productivity criteria was drilled before 
the unit was formed, the production is 
allocated on a lease or other federally-
approved oil and gas agreement basis. 
You must pay and report the royalties 
from any such well either as specified 
in the underlying lease or other feder-
ally-approved oil and gas agreements. 

(b) If you drilled a well after the unit 
was formed and the well is completed 
within an existing participating area, 
the production becomes a part of that 
participating area production even if it 
does not meet the productivity cri-
teria. BLM may require the partici-
pating area to be revised under § 3137.84 
of this subpart. 

(c) If a well not meeting the produc-
tivity criteria is outside a partici-
pating area, the production is allocated
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